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President Arnoldo Aleman is immersed in a political struggle with Agustin Jarquin, director
of the Contraloria General de la Republica (CGR), regarding alleged corruption in the present
administration and during the presidency of Violeta de Chamorro (1990-1997). The battle has
reached the point where Aleman is pressing for Jarquin's dismissal and Jarquin is accusing
the president of trying to cover up corruption in his own administration. An unnamed Aleman
supporter told the press that Jarquin "has never ceased conspiring" against the president since
Aleman defeated him in the 1990 Managua mayoral election.
Much press commentary portrays the battle as a grudge fight between political enemies. Jarquin
has investigated several corruption cases during Aleman's tenure and reported on the possible
involvement in them of dozens of government officials. An audit of the Empresa Nacional de
Alimentos Basicos (ENABAS) indicated that its director, Jose Marenco Cardenal, had authorized the
importation of 6,000 metric tons of rice without permission from the CGR. Jarquin asked that he be
fired or suspended. But in this and other cases, the attorney general did not act, said Jarquin.
The most notable scandal associated with the Aleman administration so far is the "narcojet" case
involving the president's connection with a jet used in drug trafficking (see NotiCen, 05/14/98 and
02/26/98). Several government officials have been jailed in the case and Jarquin's role in pressing
for further investigations of high-level officials has angered Aleman. Since the narcojet case began
unfolding in May, Aleman has attempted to focus on corruption in the Chamorro administration.
Instead of investigating "petty thievery" in his administration, Jarquin should investigate the
corruption of previous administrations, said Aleman. He said he has documents concerning "hidden
acts of true national plundering" during the Chamorro administration, but did not give details.
Aleman also accused Jarquin of failing to report on many past corruption cases such as the
mismanagement of the Banco Nacional de Desarrollo (BANADES) that led it to bankruptcy. But
Jarquin replied that CGR documents on all the cases mentioned had been routinely shelved
by the Finance Ministry and the attorney general. "In the BANADES case, we did an audit and
determined criminal responsibility, but this same attorney general's office did not want to continue
with the case," said Jarquin. Despite his urging that Jarquin look into corruption in the Chamorro
administration, Aleman vigorously attacked Jarquin in July regarding a CGR investigation of Banco
Central de Nicaragua (BCN) operations during the Chamorro years.

Comptroller says Central Bank mishandled US$500 million
In June, the CGR announced that the BCN could not account for US$500 million. A report on the
bank by the CGR's director general of Budget and Economic Studies, Mario Alegria, said the US$500
million "vanished" without a trace between 1990 and 1992. Furthermore, between 1990 and 1996, the
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BCN lost US$133 million of private-sector funds earmarked for transfer to foreign creditors to cover
imports. The bank had to step in and pay the amount from government revenues. The report also
said the BCN would have to write off uncollectible loans of more than US$546 million and concluded
that around 70% of the bank's loan portfolio was not recoverable.
Mishandling of BCN funds had catastrophic effects on the economy, according to the report. It
accelerated currency devaluation, slowed the expansion of productive sectors of the economy,
and forced the bank to reduce the money supply to bring it into line with shrinking reserves. BCN
president Noel Ramirez offered the CGR his support in further investigation of the missing funds.
If the report is correct, the fraud would be a "monstrous act of corruption" during the Chamorro
administration when Nicaragua received great economic assistance from donor nations, he said. But
if the accusations turn out to be false, the CGR would have done damage to the government and to
itself.
Silvio de Franco, a BCN director during the Chamorro administration, said he believed the funds
were not stolen but simply fell victim to bad accounting procedures during the shift from the
Sandinista government after the 1990 election. He said that, during his tenure as BCN director, he
found fault with the Chamorro administration's lending policies because they concentrated credits
on a small, favored groups. These policies contributed to the failure of BANADES and worsened the
fiscal deficit in the early 1990s, said de Franco. At the end of June, Jarquin admitted the BCN report
contained an error. Instead of the word "vanished," the report should have said CGR investigators
could find no "accountable evidence" to show how the US$500 million was spent.
The four former BCN directors from the Chamorro period held a press conference to suggest
that the error had damaged their reputations and tainted the entire report. They demanded that
Jarquin furnish names of any bank officers against whom he had evidence or else publicly express
his confidence in their management of the bank. But Jarquin said the report does not suggest
wrongdoing and he believed a thorough audit would reveal how the funds were used.

Aleman accuses comptroller general of irregularities
Aleman called the report "a smoke screen" to direct attention away from other corruption cases
involving the previous administration. Then, in August, he stepped up the attack on Jarquin, openly
pressing for his removal from office. He has recommended that the National Assembly create a
new agency a "tribunal de cuentas" to supervise the CGR. Press reports say the administration is
gathering evidence regarding a large number of irregularities in CGR operations that allegedly
involve criminal acts by Jarquin. The allegations include: * irregularities in handling the accounts of
state enterprises.
Aleman has urged directors of the Empresa Nicaraguense de Electricidad (ENEL), the Empresa
Nicaraguense de Telecomunicaciones (ENITEL), the Instituto Nicaraguense de Seguridad Social
(INSS), and the Direccion General de Aduanas (DGA) to investigate irregularities in the transfer
of their funds to the CGR and to bring criminal charges against Jarquin, or to ask the Assembly to
strip him of immunity; * improper or fraudulent certification of privatizations carried out by the
Corporacion Nacional del Sector Publico (CORNAP); * receiving payments from outgoing officials
of the Chamorro administration in exchange for closing their CGR accounts without a proper audit;
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and * improper management of funds the CGR receives from donor countries through the Ministry
of Foreign Cooperation.
Aleman says Jarquin received illegal loan In what appears to be the most direct attack on Jarquin,
in July Aleman accused him of receiving an illegal loan, through "influence peddling," from the
Instituto Nicaraguense de Seguridad Social (INSS).
Jarquin said the accusation was part of a campaign against the CGR to deflect attention away from
"deficiencies" in the current administration of the INSS. He said he made no such loan but that
he inherited an overdue debt to the INSS from his predecessor, which the CGR has since paid.
Comptroller suspects wiretap In early August, the CGR asked the National Police and ENITEL to
investigate "interference" on telephone lines in the CGR's Public Relations Department. In a formal
complaint, the head of public relations reported suspicious noises on the telephone lines that could
be caused by a wiretap.
Few outside the administration have seconded Aleman's accusations against Jarquin, who appears
to have support in the legislature. While Sandinista leader Daniel Ortega has not spoken up to
support Jarquin, he has supported the work of the CGR office. The battle may be costing Aleman
some popular support. Recent CID-Gallup polls placed him behind Ortega and two other political
figures in approval ratings. [Sources: Spanish news service EFE, 06/30/98, 07/10/98; Notimex,
06/24/98, 06/26/98, 06/28/98, 06/30/98, 07/01/98 , 07/27/98; Associated Press, 09/06/98; La Prensa
(Nicaragua), 06/26/98, 06/27/98, 06/31/98, 07/01/98, 07/04/98, 07/05/98, 07/12/98, 08/27/98, 08/31/98,
09/03/98, 09/06/98]
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